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1. DURING REVIEW OF ENERGY PROGRAM OUTLINED IN PRESIDENT FORD S 
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STATE OF THE UNION MESSAGE WITH MFA COUNSELOR COSTA (OFFICE VII- 
ECONOMIC: INTERNATIONAL ENERGY PROBLEMS), DISCUSSION TURNED TO 
MAJOR ITALIAN CONCERNS, SOME UNDOUBTEDLY TO BE REFLECTED ITALIAN 
POSITIONS IN IEA OR OTHER ENERGY FORUMS. 

2. PRICE OF OIL: ITALY UNDERSTANDS US CONCERN RE DIWNSIDE 
GUARANTEES SUPPORTING INVESTMENTS IN NEW ENERGY SOURCES AND 
SECURITY IMPLICATIONS IMPLICIT IN THE REDUCTION OF DEPENDENCE 
UPON OPEC SOURCE OIL. NEVERTHELESS, GOI CONSIDERS INDEPENDENCE 
A CHIMERICAL GOAL IN THE ITALIAN CONTEXT: OVER 80 PERCENT TOTAL 
ENERGY CONSUMPTION IMPORTED, LARGELY IN FORM OF PETROLEUM, WITH NO 
FORESEEABLE POSSIBILITY ACHIEVING SIGNIFICANT SELF SUFFICIENCY. 

CONCURRENTLY, ITALY STAGGERING UNDER OIL-LINKED BALANCE-OF- 
PAYMENTS DEFICIT APPROACHING US DOLS 7.1 BILLION IN 1974. THUS, 

GOI MORE DISPOSED TO CONSIDER ACTION AIMING AT REDUCTION 
IN PRICE OF OIL OR AT VERY LEAST, SETTING FLOOR PRICE FOR ENERGY 
AT LEVELS AS LOW AS POSSIBLE. 

3. US AS ENERGY EXPORTER: COSTA SEIZED UPON STATEMENTS IN 
PRESIDENT'S SPEECH THAT ONE CAUSE OF THE OPEC CARTEL’S EFFECTIVE- 
NESS WAS DISAPPEARANCE OF US' QUOTE SURPLUS CAPACITY UNQUOTE IN 
TOTAL ENERGY AND LATER STATEMENT THAT US WOULD HAVE THE ABILITY TO 
SUPPLY A QUOTE SIGNIFICANT SHARE OF THE ENERGY NEEDS OF THE FREE 
WORLD BY THE END OF THIS CENTURY UNQUOTE. COSTA POINTED OUT 

THAT THIS COULD HAVE SUBSTANTIAL IMPLICATIONS FOR ITALIAN POLICY, 

AND ASKED FOR MORE DETAILS. COMMENT: EMBASSY DOES NOT HAVE 
NECESSARY BACKGROUND INFORMATION TO RESPOND SATISFACTORILY TO 
COSTA'S QUESTION, AND WOULD APPRECIATE ASSISTANCE FROM THE 
DEPARTMENT. END COMMENT. 

4. TECHNOLOGY TRANSFAM: COSTA NOTED THAT R AND D FOR NEW ENERGY 
SOURCES SEEMED TO BE WELL COORDINATED, BUT THAT COMMERCIAL 
REALIZATION STEMMING FROM BREAKTHROUGHS IN THESE AREAS WOULD BE 
SOME TIME OFF. COSTA EXPRESSED HOPE THAT SOME WAY COULD BE FOUND 

TO TRANSFER TECHNILIGY ALREADY COMMERCIALLY EXPLOITED AT REASONABLE 
PRICES AND UNDER CONDITIONS WHICH WOULD IMPROVE TECHNOLOGICAL 
CAPABILITY OF COUNTRIES, SUCH AS ITALY, NOW NOT POSSESSING SUCH 
RESOURCES. MUCH OF THE TECHNOLOGY RELATED TO NUCLEAR REACTORS 
COULD BE CHARACTERIZED IN THIS MANNER, AND COSTA SUGGESTED THAT 
LICENSING FEES WERE A SIGNIFICANT AND COSTLY ELEMENT IN THE 
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SWITCH FROM PETROLEUM-BASED TO NUCLEAR POWER. 

5. TRADE WITH OPEC COUNTRIES: COSTA CITED ASSISTANT SECRETARY 
TREASURY PARSKY'S REMARKS PURPORTEDLY UNFAVORABLE TO QUOTE TRIANGULAR 
DEALS UNQUOTE; THAT IS, PROJECTS IN LDC'S FINANCED BY OIL PRODUCERS. 

COSTA SUGGESTED THAT SUCH ARRANGEMENTS COULD BE USEFUL IN SPEEDING 
TRANSFERS OF REAL RESOURCES TO REDUCE THE FINANCIAL CLAIMS HELD BY 
THE PRODUCING COUNTRIES. ITALY, ACCORDING TO COSTA, HAS GREAT 
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INTEREST IN SUCH ARRANGEMENTS: PARTLY, SUCH DEALS IMPROVE THE 
BALANCE OF PAYMENTS AND AS WELL, EXPORTS WOULD STIMULATE THE ITALIAN 
ECONOMY CHARACTERIZED PRESENTLY BY A CONSIDERABLE AMOUNT OF SLACK. 

COMMENT: THE EMBASSY DOES NOT HAVE ANY SPEECHES BY ASS'T. SEC. 

PARSKY TO THIS EFFECT. IT IS POSSIBLE THAT COSTA HAS MISINTERPRET- 
ED US RESISTANCE TO IMF AND OTHER PROPOSALS TO RELEND PRODUCER COUNTRY 

FUNDS. VOLPE 
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